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Information Request DTE-2-1 
 

Refer to Exhibit 2, at 7.  Please provide a complete description of how the 
“Annual Market Value” dollar figures were calculated for the year 2005 and the 
subsequent years included in the table.  Identify all assumption used in calculating 
these figures, and provide supporting documentation as appropriate. 

 
Response 

 
The “Annual Market Value” dollar figures for 2005 and subsequent years are 
based on the latest available forecasts of market prices of electricity (multiplied 
by the forecasted Boston Edison purchases from the generating facilities).  The 
“Annual Market Value” amounts are included in NSTAR Electric’s filings 
relating to its divestiture of power purchase agreements (“PPAs”).  D.T.E. 04-60, 
D.T.E. 04-61, D.T.E. 04-68 and D.T.E. 04-85.  The dollar figures on Exhibit 2, at 
7, are exactly the same as the “base case” (i.e., pre-PPA buyout/restructuring) 
numbers for Boston Edison in D.T.E. 04-68, Exhibit NSTAR-BEC-GOL-
3 [CONFIDENTIAL], at 7.  See also D.T.E. 04-68, Exhibit NSTAR-RBH-
6 [CONFIDENTIAL]; and D.T.E. 04-60, Exhibit AG-1-2 [CONFIDENTIAL] 
for supporting documentation for the market-price forecasts.  The forecasts of 
market prices were produced by NSTAR Electric’s independent advisor on the 
divestiture process, Concentric Energy Advisors, Inc., which in turn were based 
on data obtained from Henwood Energy Service Inc. (the “Henwood Forecast”). 
 
The Henwood Forecast and NSTAR Electric methodology for projecting 
customer savings use the market value of PPAs as the basis for projections that 
support the divestiture of PPAs.  The Department has completed its investigation 
of the first set of PPA divestitures and stated that “the evidence provided by the 
[NSTAR Electric] was subject to extensive discovery and cross-examination [in 
the D.T.E. 04-60 proceeding].”  D.T.E. 04-60, at 25 (2004).  In its final decision 
issued last week, the Department found that the: 
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…calculations of customer savings are based on the Henwood 
[F]orecast, which forecasts the future market price of electricity.  
The Henwood [F]orecast is a widely-available and reasonable 
proxy for a forecast of the price of electricity….  After reviewing 
the Companies’ economic analysis, the Department finds NSTAR 
Electric’s claims of savings to be robust and credible under a wide 
range of assumptions…. 

 
D.T.E. 04-60, at 26. 




